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ABSTRACT
Studies have shown that including youth in the financial system is not only important
for them to reduce their poverty levels and to increase their involvement as citizens, but also
for retail banks who can generate higher value given that acquisition spending is lower for
youth. This stage has been found as the optimum point of market entry, knowing they will be
contributing to profits in the medium to long term. The youth of today are the clients of
tomorrow and capturing them is also in the bank's best interest.
Based on the fact that Latin America and the Caribbean (LAC) constitute the region with
the highest share of youth population in the world, and unfortunately also the most unequal
region, we have decided to focus on them. This paper makes a study of their characteristics
such as economic environment, education level, employment, and then analyses the situation
of their financial inclusion in more depth.
At this point we divide youth in two groups according to the reasons of their exclusion
and to the profile of the youth: voluntarily self-excluded youth and involuntarily excluded
youth. We studied their behaviours, expectations and needs in order to give recommendations
to the financial institutions for a better approach. Furthermore, this paper also studies youth's
age strata and the products that can be offered according to the life-changing stages.
Youth inclusion in economic, political and social processes can be attained through the
improvement of their skills and education. However, financial inclusion is the first step
towards the complete inclusion of the youth. Today, they represent an important share of the
total population of LAC and their development as economic citizens is very important as this
helps to take advantage of opportunities presented by the demographic dividend.
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"Lasting peace cannot be achieved unless large population groups find ways in which to break out
of poverty”, cited by the Norwegian Nobel Committee in awarding the 2006 Peace Prize to
Muhammad Yunus and his Grameen Bank.
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I. Introduction
A central point in most government's agenda is the increase of financial inclusion (Pinar
et al., 2011) due to its three-dimensional impact: financial, economic and social. As it is
commonly known, financial development and inclusion range from enabling the poorest to
smooth their income, which reduces their vulnerability, to the well-documented studies about
development of entire communities which drives economic growth (Demirgüç-Kunt et al.,
2008, Beck et al., 2008). It empowers people and communities by being a tool for them to
manage and save money, and to better use their skills and knowledge that helps them make the
right financial decisions. In this quest for inclusion, a particularly relevant group to target is
youth.
We decided to focus our study in Latin America and the Caribbean because in this
region, one fourth of the population is considered youth, that is the population ranging
between 15-29 years, which adds up to a total of 163 Million (OECD, 2015). It is currently the
youngest region of the world. Achieving further Financial Inclusion in LAC presents a unique
set of opportunities, taking into account there is a well-developed banking infrastructure and a
growing mobile ecosystem (IMF, 2015). Studying this demographic bonus transition is very
important for two reasons: for their potential for growth and because they represent an
important window of opportunity for the region. Youth is always an internal force to reach
sustainable development in nations. Furthermore, they are going to be the future clients of
financial institutions. Therefore, analysing their needs, their participation in productive
activities and the way they approach the financial system are of much importance. If they do
not enter the financial system, a large proportion of economic growth will not be attained.
The objective of this research as seen in section II is to understand the current situation
of youth financial inclusion in LAC. To do so, we take a "snapshot" at the financial inclusion of
youth worldwide and compare it to the financial inclusion in Latin America. We also look at the
different life-transition periods of the young population and analyse the challenges of banks to
reach out to this market segment. In section III, we do a diagnosis of the financial inclusion and
try to understand why some young people face barriers to access banking services. In section
IV, we analyse two case studies to see what has already been done and what some institutions
are offering to youth. In section V, we study a new alternative tool called Fintech, to close in
section VI with lessons and recommendations for agents, such as financial institutions and
governments, where we gather some suggestions to better approach the young population.
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II. Youth worldwide and in Latin America
The world has currently a youth population of 1,2 billion (15-24 years old)1 (Kilara,
2012) and they represent 18% of the world's population (Forero-Ramirez et al., 2014). The
world has never had as many young people (Tanaya and Latortue, 2012). Sooner rather than
later they will enter the transition into adulthood (Schoof and Semlali, 2008). However, the
youth population is not a homogenous group (Tanaya and Latortue, 2012) and approximately,
90% of them live in developing countries (Schoof and Semlali, 2008). Even though young
people have common life transitions into adulthood, and each one comes with its own set of
challenges (Kilara, 2012), the life path of young people living in developing countries is not as
predictable as it might be for the ones living in developed countries (Tanaya and Latortue,
2012) where after school and college, they look for work, get married and have children. About
1 billion young people (< 25 years old) around the globe live in poverty (Forero-Ramirez et al.,
2014) and in Latin America and the Caribbean (LAC), 42% of the youth population is
considered vulnerable (OECD/CAF/ECLAC, 2016).
Increasing youth financial inclusion can help break the vicious cycle of poverty, school
dropout and unemployment (CYFI, MasterCard, 2014). Beforehand, it is crucial to understand
who the youth are and what they face in their everyday life, in order to understand their needs
and to provide them with relevant financial services (CYFI and MasterCard, 2014). For this
reason, we will analyse the young people in LAC multi-dimensionally and make comparisons
with youth worldwide. That is, in the labour market, education, challenges, trends and
opportunities.
In LAC, the demographic pyramid is very thin in the top and very large at the bottom,
especially for the age gap 10-19 and 20-24 years (CEPALSTAT, 2015). According to the OECD,
25% of the population are young people from 15-29 years old (OECD/CAF/ECLAC (2016). This
percentage has not been that high since the 1980's (ECLAC, 2015).
However, within the region there are some disparities, as we can see it in the following
graph. Let us notice that in this case, the data concerns the population aged 0-19:

Source: Forero-Ramirez et al., (2014)
Due to the contemporary characteristic of the theme on Youth, multi-dimensional indexes that capture all the
diverse angles of their specific financial inclusion presented a challenge. This is the reason why some graphs and
data from worldwide renowned organizations are taken in some cases from 15-24 years old, and in other from
15-29. In all cases, the age-range will be specified. In general, we decided to consider youth in their wider range
that being from 15-29, ages when they face the most life changes. Phases in which the input of financial inclusion
will have more impact in their lives.
1
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For example, Guatemala and Honduras are the countries with the highest share of
youth: 50,7% of the population in Guatemala is 0-19 years old and in Honduras this number is
45,4%. Mexico and Brazil have the smallest share of youth population. Mexico has 37,7% of
youth and in Brazil they represent 31,9% of the total population. In general, 38,8% of the total
region is 0-19 years old.
Currently, the population groups of 0-19 years and 20-39 years are more important in
numbers than the population group of 40-59 years and 60+ years. This is commonly known as
a «demographic dividend», which is favourable for economic development. Indeed, the
dependency ratio is quite low, because the proportion of the working-age population is higher
than the proportion of the dependent-age population (Saad, 2009). This can be explained by
the fact that the mortality rate is decreasing faster than the fertility rate (Tanaya and Latortue,
2012).
LAC is to date the youngest region in the world. This indicates the importance of youth
as key target segment of social and economic policies. In general, the region was in a stage that
was favourable to economic development (Saad, 2009). However, despite the positive
evolution of LAC in the past decades, disparities remain within the countries and huge
inequalities continue to exist between the urban and the rural youth, between young women
and young men and between youth from different «age sub-groups» (NU. CEPAL, 2011). This
could become more evident due to the economical deceleration that is being lived in the region.
This is being prolonged due to the weak global growth prospects, low commodity prices and
tight financing conditions making the expected potential growth weaker than previously
expected (OECD, 2016b).
Furthermore, young people in LAC face poverty. They are poorer than the average total
population (OECD/CAF/ECLAC, 2016). In 2014, 42% of the young people in LAC were
considered vulnerable, 12% were considered «moderate poor» and 10% were considered
«extreme poor» (OECD/CAF/ECLAC, 2016). Youth living in rural areas are more likely to be
exposed to poverty than youth in the urban area: 46,8% of youth in rural areas lives in poverty,
compared to 25,5% of youth in urban areas (ECLAC, 2015).
Concerning education levels among youth in LAC, currently, the young population has
more access to education than the former generations. Over 93% of young people in the region
have completed primary school and 56% of he 20-24-year-olds have completed secondary
school (NU. CEPAL, 2011). However, only 9% of 20-29-year-olds have been at university and
have completed their education. The level of access is high in the region. Nevertheless, the
region faces the challenge of good-quality education (World Bank, 2016) and deficient
institutions (NU. CEPAL, 2011). According to the World Bank, in 2014, students of the region
were «two years behind the OECD average» because of the low-quality education (World Bank,
2016).
Moreover, many young poor people abandon school. This means poverty may be a
significant obstacle in finishing the education path. Some are not able to continue their studies
because they have to work to support their families financially or because they started their
own family, as 10% of young girls (15-19 years old) are mothers in LAC (Schoof and Semlali,
2008; ECLAC, UNFPA, 2011). Also, it should be noted that some leave school because of a
hostile environment, where they are victims of violence and gangs (NU. CEPAL, 2011).
Besides, having completed education does not guarantee a job. The transition from
education into the formal labour market is not necessarily easy since the rate of
unemployment among youth is high and the wages are low (NU. CEPAL, 2011). Consequently, a
significant share of the 15-29-year-olds is inactive after school (OECD/CAF/ECLAC, 2016). For
example, in Paraguay, after school, 30% of young men and over 40% of young women (15-29
9

years old) are regarded as inactive. In Brazil, over 40% of young men and over 50% of young
women (15-29 years old) have been through a transition "school to inactive". The
unemployment rate for young men is 20% in Brazil and over 25% in Paraguay. For young
women, this rate is over 20% in Brazil and over 30% in Paraguay (OECD/CAF/ECLAC, 2016).
In general within the whole region, youth population faces a higher level of
unemployment and underemployment (CYFI, MasterCard, 2014). In 2010, the rate of
unemployment amongst young people in the region (15-29 years) was three times higher than
for the adults (30-64 years) (NU. CEPAL, 2011). Alongside the difficult transition from
education to the labour market, youth also faces lack of economic and employment
opportunities (Ramirez, 2015).
In 2014, 20% of youth population was neither working nor studying
(OECD/CAF/ECLAC, 2016; World Bank, 2016; ECLAC, UNFPA, 2011). This group is called «Not
in Education, Employment or Training» (NEETs) (ILO, 2012). Unfortunately, even if LAC had a
positive economic performance at the early 21st century, the number of «NEETs» did not
decrease over the years (De Hoyos et al., 2016). This population group is compounded by
mostly young people who have a low level of education and who live in poverty, even in
extreme poverty (OECD/CAF/ECLAC, 2016; ILO, 2012). Furthermore, 66% of this population
group are women (De Hoyos et al., 2016). The high proportion of women in this group can be
explained by the fact that many women take care of children and work in the household (De
Hoyos et al., 2016).
Because of unemployment, youth struggles to develop skills and knowledge through
work experience in the formal sector (Ramirez, 2015). Surprisingly, young people encounter
difficulties to enter the labour market even though they have better access to higher education
than their parents and grandparents (NU. CEPAL, 2011). This leads to the fact that more than a
third of people aged 15-29 work in the informal sector (NU. CEPAL, 2011), despite the
weaknesses of this sector (Ramirez, 2015). Moreover, nowadays, young people cannot expect
to be employed at a workplace for their whole life, like what might have been the case for the
older generations, but young people nowadays are having a «Portfolio career», where they go
from workplace to workplace over the years, if they find employment (NU. CEPAL, 2011).
In general, young people undergo unemployment, underemployment and low salaries,
and few of the people who work in the informal sector are having access to social security
systems (NU. CEPAL, 2011). All these factors combined increase the risk of future
unemployment in adulthood. Consequently, they are more likely to become unhappier, to face
health problems and to become socially excluded (CYFI, MasterCard, 2014). It is not surprising
therefore, that they become frustrated this in turn increases violence in LAC (NU. CEPAL,
2011).
To take new opportunities, young people might migrate within the region or even at the
international level. However, this might lead them to face more vulnerability: they might live in
poorer conditions, encounter difficulties in benefitting from social services (the legal status
may be a difficulty) and might face discrimination and social exclusion. Also, migrating young
people are facing the risk of becoming victims of violence or human trafficking (NU. CEPAL,
2011).
However, a new trend is emerging in the labour market. More and more businesses are
being created and led by young people. Self-employment becomes a substitute to being an
employee. Instead of waiting to be employed, many young people would prefer to create their
own income-generating activity (NU. CEPAL, 2011). In general, developing countries have a lot
more entrepreneurs, 50% of their non-agricultural workforce is entrepreneurs or micro
10

entrepreneurs, and in poorer countries this numbers goes up to 80%, whereas in the
developed countries the amount of population that is self-employed is only 6-7% of their work
force (Chang, 2013). This, though, is not the formula to take a country out of poverty since
there is lack of productive technologies, organized institutions and collective efforts to support
businesses.
Also, the young population is «technically savvy» (Castelblanco, 2016) and 32% of the
15-24-year-olds are users of the Internet (World Bank, 2015b). LAC is the leader of the
consumption of Internet with «27,2 minutes per visit» (World Bank, 2015b). A factor that
differentiates this generation is that, unlike any other, they have been brought up with mobile
communications and instant connection. In fact, 90% of the Generation Y2 said that checking
their smartphones when they wake up is a part of their normal routine (CYFI, MasterCard,
2014). Although access to technology will vary based on family economic situation and
location, generally these children and youth are heavily networked, intense in the use of social
media and extremely comfortable with the Internet and mobile devices. In relation to social
networking, a recent study conducted by the University of Alabama in the US found out that the
patterns of social media use of homeless youth were remarkably similar to the collegeeducated students that were surveyed. Technology is providing youth with the ability to access
information globally and to develop relationships with other agents on a scale which has never
been seen before. In later sections we will study how growing up in this era has moulded their
preferences and behaviours.
Having seen all of the above and understanding the needs of youth during key transition
times is important in order to grasp the role that finance can play in facilitating them to
navigate through those times. According to a study "Banking a new generation" (CYFI and
MasterCard, 2014), globally, the characteristics of youth and the key transitions can be
summarized in the following way:

Source: CYFI and MasterCard (2014)

2

Generation Y: 1987-1995 (Banking new Generation, CYFI 2014)
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Youth from 15-18 are in the stage of life where many go to school while figuring out the
next step, such as their professional path. Within this phase, they prefer to become
independent in their decision-makings. Young people from 19-29 tend to be more advanced in
this professional path, their responsibilities and independence increases along with important
expenses to consider, such as a place to live, transportation, food etc.
Finally, being LAC the youngest region of the world it is important to note that young
people are poorer and more excluded from the labour market than the average total
population (OECD/CAF/ECLAC, 2016). This could lead to a waste of human capital, which
could result in a demographic liability in the future. Apart from their important weight in the
total population of LAC and its economic incidences, youth is going to be the future clientele for
banks. This shows that banks should make an effort to target this market segment. Besides, at a
macroeconomic level, if youth remain excluded, the region is not going to attain the benefits of
financial intermediation such as a better allocation of resources to take advantage of
productive opportunities (Gonzalez Vega, 2003). Consequently, after having analysed youth in
its various dimensions and understanding their preferences and needs, we are going to
examine specifically the financial inclusion among youth.

III. Financial Inclusion among youth
Financial inclusion is the first step towards the complete – economic, political and social inclusion of youth (OECD/ECLAC/CAF, 2016). It enhances welfare and allows them to reach
their economic goals. It also gives a sense of security and changes one's mental scheme (Scanon
and Adams, 2006). Previous findings on financial access and youth suggest positive outcomes
in these six broad categories: Economic and financial well-being; Financial knowledge and
skills; Psychological health; Reproductive and sexual health; Academic achievement; Education
attainment and Expectations (Sherraden et al., 2013).
While themes that underpin young people's attitudes are broadly homogenous, local
factors shape important differences. This is why, subsequent to our research, we divided the
excluded youth population into two groups based on the reason of their exclusion (Beck et al.,
2009):
Involuntarily Excluded
Voluntarily Self-excluded
To give recommendations for both groups, we need to study how important financial
inclusion is for youth, how the current situation is worldwide and in LAC, and what kind of
barriers young people face to access formal financial services.



A. Importance of financial inclusion
Financial inclusion is defined as having access to a range of affordable and quality-based
formal financial services in a competitive and diversified environment. The aim is to fight the
exclusion of people who have financial capability and who could be able to use those financial
products but for some reason are not included in the financial system (World Bank, 2017).
Financial capability describes the capacity of people "to transform the knowledge into the
action" (Ramirez, 2015). It is necessary to be equipped with tools and knowledge in order to
take advantage of financial options. In fact, not only is it essential to have access to financial
services, but also to know how to use them (Cull 2014).
As LAC is the region of the world most affected by profound inequality and poverty
(CYFI, MasterCard, 2014), financial inclusion can be an appropriate instrument to smooth
consumption, manage risks, acquire assets and take advantage of economic productivity
12

(CULL, 2014). Global perspectives show a forecast of economic slowdown for the LAC region,
which threatens the advancement in social mobility made during the 80's-90's (DemirgücKunt et al., 2013). In this scenario, youth becomes a vulnerable group. Financial inclusion is
particularly important for young people as they transition into adulthood and as they face
different challenges, such as economic stress, poverty, school failure etc. (CYFI, MasterCard,
2014; Ramirez, 2015). Young people need relevant financial services and this also has an
impact on their families, their neighbourhoods and the economy in general (CYFI, 2015).
The CYFI explains this whole process with the "Theory of Change" as we can see it in the
following model (CYFI, 2015):

Source: CYFI (2015)

According to CYFI (2016), financial inclusion is an important aspect of economic
citizenship, which also includes financial education. These two combined with livelihoods and
skills may reinforce financial capability and empowerments, which improves social and
economic well-being. It leads to strengthening the economic citizenship of people, including
youth. Indeed, the CYFI states that many young people face unemployment and poverty, many
already lead their households and provide their families with their income, and many have to
work alongside going to school. In these cases, providing them with the relevant tools and
financial services would help them to transition into adulthood in a successful way and to
become active economic citizens. The CYFI also suggests that starting this process at an earlier
stage in a young person's life has an even better impact on financial literacy and financial
behaviour, on the making of decisions and on the well-being of the person (CYFI, 2016).
From the financial institutions' perspective, there was a belief for a long period of time
that youth did not know how to «manage» financial services and that it was not important to
provide them with those services. They even thought, that it could be dangerous to provide
youth with financial services because these young people would stop going to school in order
to have a job. Nevertheless, the point of view of the financial institutions has started to change
(CYFI, 2016). According to some studies, young people are in contact with money in their
everyday life and they have already developed a financial behaviour, which can be shaped and
improved (Deshpande, 2012).
Financial institutions are starting to recognize that the young population constitutes an
interesting market segment and reaching out to this market segment can reinforce the
competition of the market. Indeed, diversifying their portfolio helps to reduce risks, because
they no longer need to rely on older clients, and it also helps to grow as an institution in the
long term (Tanaya and Latortue, 2012). Even though in some cases, it is not profitable to reach
out to youth as the amounts of services are very small or very irregular. The institutions could
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benefit from long-term profits by cross-selling products with other market segments (Tanaya
and Latortue, 2012). Furthermore, it also helps build a client portfolio as the young people of
today are the adults and potential borrowers of tomorrow (CYFI, 2016). In fact, it is a good
opportunity for financial institutions to build potential lifelong relationships with younger
clients, while providing them with a range of relevant financial services adapted to their needs
over the stages of life (Ramirez, 2015). Finally, reaching out to young people gives a certain
reputation and the provider can be seen as a socially responsible institution (Ramirez, 2015).
For these reasons, financial institutions should better reach out to that market segment
(Deshpande, 2012).
For instance, the MasterCard Foundation made a study in 2015 (Rock, 2015), which
showed that the average annual profit per customer depended on the age and the number of
products offered to them. In short, this could mean that the adults with a more established
career path have more products at the bank and are the most profitable clients. However, they
found out that the total customer profitability is determined by the sum of all future annual
profit contributions. Consequently, assuming that, in general, younger clients contribute their
earnings to the financial institutions throughout their entire lifetime, we can say that they
deliver a greater number of annual revenues. This amount of revenue increases as the
customer ages.
The same study also found out that as profitability goes up alongside the age, so does
the average cost of acquisition (COA) of a new client, meaning that the COA for teens and youth
is very low (Rock, 2015). This means that the same acquisition budget of marketing and
campaigns will give the financial institution more new customers than any other segment.
Financial institutions have two ways of attaining new customers:
 Recruit at a young age, develop and maintain relationships, which leads to long-term
profitability and lower costs because of investments in the present;
 Recruit older customers from the competition, which leads to higher COA.
Consequently, we can say that financial inclusion of youth is not only important for them, as
it is a tool to break the circle of the poverty trap, but it is also very fitting for financial
institutions to have interest in youth and to consider them as a valuable market segment.
MasterCard's study shows that retail banks can generate higher shareholder value by focusing
their acquisition resources on nurturing the youth segment, seen as the optimum point of
market entry (CYFI, MasterCard, 2014), knowing they will be contributing to profitability in
the medium to long term. Henceforth, as LAC is the region in the world with highest share of
youth, we want to have a closer look at the financial inclusion in this region.

B. Level of Youth Financial Inclusion
From the 1,2 billion young people living around the globe, less than 50% have access to
a bank account (Global Findex Database, 2014). One way to measure the financial inclusion is
the share of the population owning an account at a formal financial institution (CYFI, 2014)
and according to the Findex Database, young people are «33% less likely» to have an account at
a bank than an adult (DESA, 2016).
Nevertheless speaking at a worldwide perspective, there is evidence of an improvement
of youth financial inclusion (Rock, 2015): according to the database of the Global Findex, in
2011, 37,9% of the 15-24-year-olds globally had a formal account, whereas, in 2014, the share
of the young population having an account at a formal financial institution was equal to 46%
(Global Findex Database, 2014). However, the young people who have been saving represent
only 18% of the world population (CYFI, MasterCard, 2014). Besides, there is a significant gap
between high-income countries and developing countries: 83% of the youth (18-25) in highincome countries have an account at a formal financial institution, but 38% of the youth in
14

developing countries have a formal account (Demirgüc-Kunt et al., 2013). In other words, 62%
of the 18-25-year-olds living in developing countries have no access to financial services
provided in the formal sector (Demirgüc-Kunt et al., 2013).
In order to measure the financial inclusion of the young population, we have established
the following graphs comparing the level of financial inclusion of youth with the one of adults,
worldwide and in LAC:

Sources: Global Findex Database (2014)

According to the data of the World Bank, young people are less likely to have a bank
account than adults (CYFI, 2016). This gap is the case globally and even more valid for LAC:
only 37% of 15-24-year-olds have a formal bank account whereas 56% of the older adults have
a formal bank account. Furthermore, young people in LAC are less likely to save with a formal
bank account: 11% of youth has saved in a formal financial institution in the past year, whereas
14% of the older adults have formally saved in the past year. Finally, the young population is
less likely to borrow from a financial institution (6%) than the older adults (13%).
In terms of gender gap for LAC, women aged 26-64 are 18% less likely than men to have
a formal account, this gap shrinks to 14% among those aged 18-25. One explanation could be
15

that gender equality increases among younger generations in most economies and that more
women access education and work (Demirgüc-Kunt et al., 2013).
Thereupon, the level of financial inclusion for youth in LAC is not high, if we compare
this level with the level of youth financial inclusion in the High-income OECD for example. For
this reason, in the next part, we are going to analyse the different barriers that young people in
LAC face to access appropriate and quality-based banking services.

C. Existence of barriers of youth financial exclusion
In order to understand the reasons of financial exclusion of youth in LAC, we decided to
draw a distinction of two kinds of main causes: the exclusion because of lack of access called
"involuntary exclusion" and the "voluntarily self-exclusion" (Beck, T. et al, 2009). Firstly, let us
take a look at the youth who are excluded involuntarily, and secondly, we will look at the
voluntarily self-excluded.
i. Involuntarily excluded youth
This is the youth who are willing to enter the financial system but can't have access to
formal offers. The rising question in this case is how to reach or include this significant amount
of the population.
This excluded group is mainly comprised of the poorer youth. This exclusion increases if
they live in areas distant from bigger cities. Poverty in rural areas doubles that in urban areas
and in case of extreme poverty, the level is four times higher in rural than in the urban areas
(ECLAC, 2014). The size of the middle-class population in LAC grew 14% during the last
decade. However, 64% of youth still live in poor or vulnerable households: this concerns more
than 100 million young people. The impact of the predicted deceleration of the economy could
harm and increase the number of young people living in poverty (OECD/ECLAC/CAF (2016).
In regard of the characteristics of this involuntarily excluded youth, we can see a big
difference between the poorer youth and the youth from their high-income counterparts. In
developing countries, young people usually tend to work and study at the same time, hence
engaging in financial transactions early on. They also gain a lot of responsibilities from an early
age on since most of them contribute to the economic and non-economic sustenance of their
households shedding the general idea that their generation (the so called Millennials) are
weary and apathetic. The life transitions (study, university, work, getting married) happen a lot
faster in developing countries and understanding youth's necessities during this key-transition
time is essential to offer better products according to their needs (Tanaya and Latortue, 2012).
These young people usually face poor quality services, inefficient education, precarious or
informal jobs, scarce and informal savings and low social mobility perspectives
(OECD/ECLAC/CAF (2016). For these reasons, the factor ‘relationship’ that is deeply important
in Microfinance keeps being the centre of attention and still acts as a key incentive factor. This
is because of their background and lack of financial education. Therefore, this youth population
needs a closer follow up. A solution is then to categorize the population and to offer designed
products that fit to their needs as they sail into the study and employment phases. To better
categorize this market, it is imperative to be in touch with them, to know the youth personally,
to help them transition into the financial and social participation world and to support them in
their capacity-building activities.
According to a study about youth, the main reason cited as a barrier to use formal accounts
in developing economies was 'not enough money'. Indeed, according to 67% of the young
people, they did not open a formal account because they did not have enough money and 30%
said that it was the only reason for not owning an account. Furthermore, 'too expensive' was
another reason of not having a formal account according to 27% of the youth. This shows that
the financial services are not necessary appropriate and accessible to youth. Another reason
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that is significantly more common for youth than for adults is the lack of the necessary
documentation, according to 20% of young people. As a matter of fact, the required documents
to open an account are not very easy to have access to (valid birth certificates for example).
Besides, the fourth most common reason is "too far away": 20% said that the distance to go the
institution to open an account was too long (Demirguc-Kunt and Klapper, 2013). Finally, the
last two reasons of not having a formal account may correspond to factors like the limited
mobility and the financial literacy. According to another study made by the CYFI in 2014,
another barrier is the regulatory limitations such as the age restrictions: in some countries,
younger people have the obligation of having a co-signer in order to open an account and to
withdraw money from the account. This fact is a discouragement to have a formal account and
leads youth to prefer saving in an informal way without being under the supervision of another
adult (CYFI, 2014).
Financial institutions used to believe that youth do not save. Nevertheless, many studies
have been made and state that, similar to their flow of income, the amount of savings varies.
Besides, young people's savings come from money given to them by their parents or relatives,
thanks to part-time jobs or because of occasional labour (Hopkins et al., 2012). However, some
young people encounter the problem of high maintenance of accounts, which can erode the
savings of these low income or small savers. This tends to translate into shot-term planning for
short-term goals.
ii. Voluntary self-excluded youth
This group is mainly comprised by those youth who have access to official financial
services but who exclude themselves. Usually they have higher income than their peers above.
They are part of a generation that grew up in the technological and communications revolution
and the most educated generation in history. In this case we may wonder why they are
reluctant to approach the traditional banking industry and what can be done about it.
The colloquially known group of 'Millennials' is the generation born between 1982 and
2004 (Horovitz, 2012). They used to be separated into another group comprised by the older
Millennials who were known as the Generation Y, echoing the Generation X before them. This
is the reason why some older Millennials do not associate with this term. It is very important
that financial institutions adapt to this new wave of customers and to understand which is the
best way to engage with them. This is why below we will study some of their characteristics
and use some of the most recent investigations on millennial trends as the base line for this
section.
The common characteristic of these young people is that the generation as a whole lived
through the break-through of technology and most of their personal as well as professional
lives developed through internet connection and, in recent years, through social media. They
entered the workforce in a scenario of financial crisis and a strikingly slow economic recovery
that has shaped them to be particularly mistrustful of the system as a whole and especially of
established financial brands and institutions. These are generally managed by Baby-boomers,
whom they view as a generation of "work-hard, play-hard" in contrast with themselves, who
have shown to have grand levels of idealism and community engagement (Scratch Viacom
Media Networks 2014).
The above brings us to one of the reasons this generation is reluctant to approach the
regular financial institutions: the index showed that just 19% of them say that most people can
be trusted, versus 31% of Generation X and 40% of Baby Boomers. It was also found out that
71% would rather go to the dentist than to their bank and that 33% are open to switching
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banks in the next 90 days. Furthermore, this index showed that all of the four leading world
banks are among the ten least-loved brands by Millennials (Millennial Disruption Index, 2016).
This leads us to the problem faced by the financial institutions: how to approach a
generation where 40% prefer web banking or e-mail rather than interaction with the bank or
going to the bank. In fact, just 23% of them meet face to face with their banks in a branch. They
also have short and medium-term focus when we speak about savings. Besides, they stated that
they have little knowledge about the benefits of compound savings and tax advantages that go
together with retirement savings (Bank of New York Mellon, 2014). This group of voluntaryexcluded is in a position to access financial services if they wanted to, but for lack of interest or
the reasons mentioned before, they do not. Furthermore, contrary to the previous generations,
they tend to be the one who would "redefine aspects of the financial services", because they
expect to have a say in the product development, to have a range of quality-based services and
efficient delivery channels (the MasterCard Foundation, CYFI, 2014).
In conclusion, barriers to access to formal financial services for youth may vary a great
deal, taking in account that the youth population is heterogeneous. For some young people, the
challenge is to access those financial services because of inappropriate and unaffordable
products, and for some other young people, the lack of interest is the main reason of not
reaching out to banking services. For each case, different approaches need to be taken by the
financial institutions to be adapted to the needs and profile of these potential clients.
Beforehand, we are going to continue our investigation by looking at two recent cases of
institutions directing their efforts to target involuntarily excluded youth. We focus on this
group due to the fact that we consider that reaching out to them is more complex. In addition,
as mentioned above, 46% of youth is extreme or moderately poor (OECD et al., 2016) and
being financially excluded makes them even more vulnerable.

IV. Case studies
Over the past years, some financial institutions in LAC have already been interested in
reaching out to the young population. We decided to do a Benchmarking of these institutions
(Annex 1) and we discovered that most of them offered savings products to young people.
Among these financial institutions, we decided to analyse two in more details in order to have a
closer look at the product, the delivery model, the impact, the opportunities and the challenges.
Firstly, we analysed an institution in Bolivia that tried to offer credits to young people,
which is Pro Mujer. Our study about this institution is mainly based on the paper "Exploring
Youth Financial Services: The Case of Pro Mujer in Bolivia" (Storm-Swire, 2009). In this case,
the young people are gathered in a "Youth Solidarity Group" and they can apply for a loan for
the creation of an income-generating activity. This program did not last, but we chose to
include it in our case studies as there are valuable lessons to consider. Secondly, we are going
to evaluate a case in Dominican Republic where Banco ADOPEM launched a product in 2010,
called "Mia". For this case, we took a look at the paper "More inclusive finance for youth:
scalable and sustainable delivery models for financial and nonfinancial service" (Ramirez,
2015). The savings product "Mia" targets specifically the young population in order to meet
their needs and reaches out to them thanks to a specific marketing strategy.
For each case, we are going to study the context of the country and the institution, the
product and its impact on youth, and then we are closing up with an analysis.
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A. Pro Mujer in Bolivia and the Youth Solidary Group
Bolivia is a land locked country in LAC with a population of 10,1 million people. According
to its Central Bank, poverty levels diminished from 59,6% in 2005 to 38,6% in 2015 (Instituto
Nacional de Estadistica, 2016). This was accompanied with investments in areas such as
construction, infrastructure and commerce. Nonetheless there is still much room to fight
poverty and income inequality in the country. The same census and statistics institute
estimates that the total population of youth is 2.610.000 people between 16-28 years, which is
equivalent to 26% of the total population. 71,1% of youth live in urban areas and 28,9% in
rural areas. In regard to account penetration, in 2014, 31,4% of young adults (15-24) own an
account, which more or less falls in line with the median for the LAC region (37,4%) (Global
Findex Database, 2014).
Pro Mujer was founded in 1990 as a non-profit organization. Its mission is to provide very
poor women in LAC with microfinance, financial, health, and human development services in
order to break the cycle of poverty. It has currently expanded to another four LAC countries.
The product that we have chosen to analyse for the theme of our paper is a credit product
offered to young people within a "Youth Solidarity Group". This was developed in the context
of youth facing difficulties in finding job prospects upon graduation or having sufficient
financial resources to start a business. The institution recognized a need among youth and that
they represent a valuable potential market. Furthermore, reaching out to youth would help he
institution to proceed to a diversification of services and to increase the activity.
Youth Solidarity Groups are composed of 4-6 young people aged between 14-23. They join
in trainings (a week) and a practicum (one day). Within this program, they receive help to
develop the business idea, to evaluate the costs and cash-flows, to learn about sales and
marketing techniques.
Afterwards, they complete a loan application. The youth trainer and the other young people
of the group are going to checkup each application. A co-guardian is needed for youth under
18. Once the application is accepted, the clients are joining an adult communal bank of Pro
Mujer. In this way, the institution requires that the adults mentor the younger clients. This
model was chose to save costs (Making Cents International and Pro Mujer, 2009).
In the table below, we have put some information about the product together:

Details of loans for youth
Initial Loan Amount

$150 (possibility to increase the amount based on
credit history and loan cycle)

Term

4-6 months

Payment

14, 21 or 28 days

Annual Interest

32%

Required savings

20% of the loan amount

Guaranty

Youth solidarity group (independent from the
women’s communal bank)

Source: Storm-Swire L., Making Cents International, Pro-Mujer (2009)
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The results of the program are summarized in the table below:
Results of the program
Average age

17 years old

Activity

67% attend high school
17% take courses at university/technical institute
16% full-time business

Usage

46% to sell consumer products (cleaning
supplies, cosmetics, toys)
25% sell food products

Independence

89% live at their parents' home, receive economic
support, have avg. 3 siblings.
64% share their business with the family
36% run their own businesses.

Duration

The program began in 2008 and ended in August
2009

Source: Storm-Swire L., Making Cents International, Pro-Mujer (2009)

Despite the fact that having a loan enabled the young people to develop an economic
activity and to boost their life conditions, the institution observed that many young people
dropped out or repaid late after the second loan cycles. The program did not have positive
results and it shut down at the end. We assume that this may be due to a lack of understanding
of what young people need and can handle at each age strata.
As mentioned in our study, segmentation is vital. Pro Mujer learnt this after the finalization
of this product. Studying the differences between youth 14-23 and 18-23 that Pro Mujer was
already serving may have helped and improved its retention rate of the newer youth clients.
Research shows that the most successful clients were the entrepreneurs who did not have the
opportunity to pursue their studies and depended on their full-time work. However, young
people from higher socio-economic backgrounds were the first to withdraw after one or two
cycles. Moreover, children of the institution's clients were not considered as a good target of
this youth product because clients did not want their children to have the same future as they
had. Indeed, they wished their children to finish school.
Another problem that arose was that the women in the communal bank were not equipped
to mentor youth. While the mentorship could have save costs, having youth among the adult
communal bank presents challenges, particularly in the interaction between youth and women.
Concerning the way in which loans were granted, we do not think that youth at that target
age is in a position to correctly judge the other members of their group business plan, since
they themselves are learning. Youth also had to attend communal bank training sessions that
were sometimes not specifically directed to their needs and their life situation. They found that
women's communal bank's topics, such as menopause, were irrelevant for them. They also
have the characteristic of being more individualist, so group-focus was maybe inadequately
applied for this generation.
Cost-constrains did not allow Pro Mujer to address certain demands made by youth such as
individual loans, trainings specific to their needs and adapted meeting schedules taking into
account the school hours. Finally, youth who repaid their loans were able to leave the Youth
Solidarity Group in order to join completely an adult communal bank.
In conclusion, Pro Mujer still acknowledges that the youth market is an interesting future
potential market to reach out to. However, the institution recognizes that developing youth
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financial services is not an easy task. It requires a lot of investment in market research, in
product design and development, in staff and in infrastructure. Besides, it is important to
analyse youth age strata to offer youth financial services such as credit.

B. "Mia", a saving product for young people in Dominican Republic
The Women’s World Bank carried out a market research project in the Dominican Republic
and the result was that young girls were willing to save and goals of savings were diverse
(education, emergencies, trips, car etc.). Therefore, having a savings account would be an
interesting tool to reach their goals (Reinsch, 2012). Thereupon, the Women's World Banking
and the Nike Foundation helped Banco ADOPEM in 2009 to create a new youth savings
account, called "Mia", the first product for youth themselves in Dominican Republic, without
parental involvement (Ramirez, 2015).
Banco ADOPEM is a regulated bank in Dominican Republic, which was founded in 2004
(Ramirez, 2015). It is also a member of the Women's World Bank's network (Reinsch, 2012).
The focus of Banco ADOPEM is on very poor women, who represent 76% of the clients, and on
providing entrepreneurs with financial services, such as credit and savings. Their mission is
including families in the formal financial and economic sector. It has many branches over the
country (Ramirez, 2015).
This saving product "Mia" was launched in 2010 and at the end of 2011, all the branches
around the country were offering this product (Reinsch, 2012). The aim was to enhance the
culture of savings among youth, to encourage them to make decisions for the future and to
create a new customer base for the future of the bank (Ramirez, 2015). This product is divided
in two sub-products: the "Mia-Menores" is targeting the children and youth up to 15 years old,
who need a guardian, and the "Mia-Mayores" is targeting the youth between 16 and 24 years
(Ramirez, 2015).
In the table below, we summarized some details about the savings product "Mia":
Details of the savings product "Mia"
Target

Fees









Non-financial services



Requirements
Minimum balance to open an account

Youth up to 15 years old ("Mia-Menores")
Youth 16-24 years old ("Mia-Mayores")
Identification card
Guardian for "Mia-Menores"
US$2,23 for "Mia-Menores"
US$4,5 for "Mia-Mayores"
Dormancy fee (in case the account has
not been active in 6 months)
Financial education (parallel-model: in
partnership with ADOPEM NGO and local
schools where teacher teach young
people about savings, banking and
spending)

Source: Ramirez (2015)
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Following Ramirez (2015) the main results were the following:
Results of the program (in April 2014)
N° of Youth Savings Accounts
Youth Savings / all accounts
N° of Youth non-financial services
Youth non-financial services / Adult financial services
Share of clients of the "Mia" product who are minor
Share of youth accounts opened by existing clients (for example
parents who already had an account at the bank)
Share of youth account opened by new clients (opened by youth
themselves)
Source: Ramirez (2015)

35094
11,9%
7539
2,6%
90%
81%
19%

Concerning the gender of the target of the product, the bank provided not only girls but
also boys with the saving account in order to make this product sustainable and to have a
larger market segment. Nevertheless, there were a few more girls than boys among the clients
(Ramirez, 2015).
Even four years after the product launch, the youth product "Mia" is one of the most
important products within Banco ADOPEM. Thanks to the marketing, young people have been
attracted by this savings product. Indeed, the bank invested a lot in the marketing department
and in staff at the introduction of the new product.
Since the introduction of the "Mia" product, the bank has had some opportunities and
some challenges, which are worth being mentioned:
Opportunities
o Reaching out to a significant number of
youth through existing clients (81% of
youth accounts have been opened by
existing accounts)

Challenges
o Youth savings products are not profitable
(lower balances, higher transaction and
marketing costs)

o Even if the product is not profitable, youth
savings products may help the bank to
create a life-long customer base for the
future

o Tracking client data helped see that clients
with "Mia" product were "betterperforming", but the system did not trace
the youth who changed their account into
an adult account (which may help to
provide them with services adapted to their
needs for each life phase and not to lose the
future customer base)

o Cross-selling helps to keep the young
customers for the future and to diversify
the portfolio

o Incapacity to follow up the impact of
financial education, as identification
information was non-existent or not traced
in the tracking system (which makes it
difficult to know how much to invest in
financial education in the future)

o Dormancy fee as an significant income
(>50% of youth account opened by parents
lose more than 50% of the deposits
because of dormancy fee)
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o Banco ADOPEM reached the breakeven
thanks to the funding of Nike Foundation's
Girl Effect
Sources: Ramirez (2015), Reinsch (2012)

In conclusion, we may say that youth is not an easy target as the two cases above show
us. The case of Pro Mujer reveals us the importance of segmentation and of investing in market
research and innovating the delivery channels. Youth are not like the previous clientgeneration of financial institution and their needs and interests are different. The case of Banco
ADOPEM demonstrates us that designing a financial product according to the needs of youth is
of highest importance. Lowering requirements and conditions, offering the right incentives and
cross-selling are recommendations for financial institutions that are worthy to be mentioned.
Apart from traditional banking and new technologies applied by microfinance to
banking, in the last years a new disruption has entered the market. We are going to take a look
at the use of information and communication technology in finance, the opportunity and
challenges it presents and how it is changing the scenario.

V. Fintech and its impact
Financial technology, or its abbreviation FinTech, refers to the use of technology to
innovatively design and deliver financial services and products. It can encompass advice and
investment management, lending, crowd funding and payments. Banks, insurers and financial
institutions are major users of Fintech. Start-ups are also taking advantage of technology to
smooth payment processes, tackle fraud, and improve financial planning and more. This
disruptive digital technology has rapidly changed every area of human identity, work, leisure
and society. It is having a positive impact on society by increasing competition (Park, 2015).
The introduction of Fintech into the intermediation market has undoubtedly reduced
transaction costs. According to PayPal CEO Dan (Schulman, 2017) it is 80-90% cheaper to
serve a customer through the digital world in comparison with a physical bank branch. Fintech
is also providing financial services to people whose needs aren't being met by traditional
banking. The role of financial services and education to help the poor transition, adapt and
adjust to these new realities will be of greater importance (Lahaye et al., 2017). This industry is
growing incredibly fast; global investment grew by 75% in 2015, from $9,6 Billion to $22,3
Billion (World Economic Forum, 2017).
Following Gonzalez Vega (2017) "every new technology brings inclusion and exclusion".
In this case, it will result in the exclusion of the un-digitalized who are most likely the lower
income population, those located in rural areas and those in areas with low connectivity. This,
if not managed efficiently, could result in a slip for Microfinance as it depends deeply on client
contact and using the relationship built as an incentive. However, many benefits can result in
this microfinance sector when innovations are correctly used to its advantage. 80% of the
world now has access to mobile devices (Schulman, 2017). Also, it is predicted to increase to
90% in the next 5 years. This will enable consumers to complete financial transactions securely
and quickly and on demand in a cost-efficient manner.
Tech giants like Google, Facebook and Amazon are currently not in the business of
offering banking or insurance products, though the first two allow users to send payments to
their contacts online. Amazon has a limited service providing loans to small sellers that it
selects. When contacted to answer if they intended to dive deeper into the financial services of
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acquiring banking license, none of the companies responded for comment. It is unclear
whether regulations in any of the countries in which the survey was conducted would allow
these companies to have banking or insurance licenses (Dilts, 2017).
Speaking for the other side of the business, traditional banks cover the whole payment
process (Gonzalez Rodríguez, 2017) and it is very important to maintain the relationship with
the customers, which can be harder to achieve and is also the basis for a good Microfinance
program. (Gonzalez Vega, 2017)
Another discussed premise is the move away from physical cash, if this indeed were to
happen our opinion is that low-income households could benefit from having secure savings in
digital wallets and accounts. Assuming of course that they can get access to savings account
and connectivity this will be useful to fight systemic risks. This is a long way to come though, as
PayPal studies reveal that 85% of world transactions are still conducted using cash (Schulman,
2017).
In reference to their relation with Millennials, contrasting with what was exposed above
about the 4 biggest bank brands being in the 10 least loved brands by the MDI, Schulman
mentioned how trust is based on service, security, privacy, and exposed how technology
companies are among the most trusted companies in the world. The same index also found out
that 73% of Millennials are more interested in financial offerings from Google and Amazon
than from established nationwide bank. In our opinion, the best advantages will be attained if
FinTech and traditional banks work in synergy, given that neither can take the place of the
other.
Overall, one of the most important qualities of Fintech Technology is enabling financial
inclusion. One third of AliPay customers are from rural areas like Tibet where mobile
payments, through AliPay, account for more than 90% of all electronic payments and crucially
are helping to provide financial inclusion to traditionally under-served populations. Fintech is
not about disruption, but about how financial institutions across the board could better server
the “little guys” (Jing, 2017). And as mentioned above, Fintech can help micro-entrepreneurs
access markets that were not in their reach before.
In conclusion, and according to our analysis, Fintech can accelerate the phase of
inclusion and, if correctly managed, can be used for inclusion instead of a divisive tool, which is
important for the young population with limited access. The leverage of this is that young
people are fast to catch up on technological use if correctly trained. In reference to Millennials,
reaching them through Fintech tools is mandatory for the success of a youth-target program.
This is the development of mobile and online banking and apps creation for faster and easier
contracts of services and contact with the bank.
Having thoroughly analysed the youth's scenario, we present in the next section some
lessons and recommendations for financial institutions that want to reach out to the young
population in a better way.
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VI. Lessons and recommendations
Smaller welfare state and employer provision, a longer life span and uncertain financial
environment, together with many other factors, means that today's youth face a greater
challenge than older generations in saving for their retirement. Studies show that they do seem
to understand that they will be on their own when providing for their retirement needs (Bank
of New York Mellon, 2014). In order to enable financial inclusion for youth and to offer them
financial services that are adequate, we enumerate some lessons and recommendations for
financial institutions.
In the first place, considering the elements mentioned in this study, we expose in the
model below some products that can be provided to youth in each age strata:

Source: CYFI (2014)

Financial institutions can help smooth youth's transitions for young people only if what
is offered addresses the specific challenges and opportunities youth faces. As it is suggested in
the model above, institutions can offer savings, debit cards, transfers and financial education
for youth of 15-29, and for the older ones (19-29 years old). Institutions can also provide them
with loans and insurance in order to meet their needs.
In most analysed cases in our Benchmarking (Annex 1), the offered product for youth
was savings. This presented a challenge in covering costs of the program, but usually banks
were able to cross-sell the product and had a long-term expectations about revenues in serving
youth, understanding that targeting youth could create customer loyalty turning into the
profitable clients of tomorrow.
Besides, the digital technologies can help address involuntarily excluded youth. Since
this target population is sometimes geographically distant, instead of viewing technology as a
relationship-impairing factor, we can rely on its help to reduce costs and help to reinforce
these relationships. Digital technologies will create more accessible and affordable services but
it could also create exclusion of the less-connected rural population. Close attention should be
taken to adapt services to their diverse needs and work in synergy with the policy decision that
could positively help or negatively exclude more (Lahaye et al., 2017).
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On the other hand, digital platforms and globalization are changing the way business is
conducted across borders and this creates opportunities for local economies and micro
entrepreneurs to become more productive, join chains of value, and access markets that
otherwise would be impossible for them to approach (Lahaye et al., 2017).
Banks' youth savings schemes can promote asset-building, instil good financial habits,
and improve a country’s overall gross savings rate (Tanaya and Latortue, 2012). The cost of
providing these services to youth could be lowered thanks to technology. This can help
financial institutions to include them by reducing costs. The Gates Foundation research found
out that mobile money accounts cost roughly 25%-50% of traditional current accounts. Since
youth are the most tech-savvy target, this could even pose as an advantage and the best way to
provide a banking product for them (The Gates Foundation, 2013).
We have seen that traditionally serving small clients or inactive accounts makes it
expensive for financial institutions to keep offering products or expanding them to poorer
areas, but worldwide there are some banks that are being prepared to absorb losses in their
products in the short term, like the Bank of Kathmandu in Nepal, realizing that the benefits
could come in the longer term. On the other hand, they gain youth loyalty, cross-selling, and
brand recognition- all of which are likely to take longer to materialize. Not all boards and
shareholders are ready to consider profitability prospects over the long term, especially in
markets where growth is still happening with current customer segments. However, mixing a
social mission with the business objective is perceived by staff as doing work that serves the
community. This also affects positively the image of the bank with the customers and the
capital markets (Tanaya and Latortue, 2012).
Moreover, to tackle the problem of voluntarily excluded youth, the mainstream banking
industry could benefit from a change of image, turning their business actions into more social
conscious branding. MDI study showed that 89% of Millennials would most likely buy a
product from a company with a social or environmental mission and 91% trust those
companies more (MDI, 2016).
To tackle the lack of interest to interact with the bank, they could rely on mobile
banking applications and systems to satisfy the Millennial need of immediate information and
at the same time offer the possibility for online chatting with the institution along with notices
reinforcing the availability of the bank to personally attend to them.
In reference to the lack of long-term focus on savings, this could be tackled by better
promotion of the benefits of savings in the form of financial education and also by developing
rewards for active savers such as benefits on other products, a points-awarding system or
loyalty advantages. This is because the Millennial stated that the vast majority would save
more for retirement if they felt they would be rewarded (Bank of New York Mellon, 2014).
The good news for banks is that Millennials report that even before finding a partner
and getting married, being financially secure is their most important goal (MDI, 2016). Plus, the
millennial generation is also very large, so these two facts alone prove that there is a huge
financial opportunity for the banking industry if they can manage to reach out to them. Overall,
the banking industry should play the long game with Millennials and capitalize on their need to
feel a sense of reward sooner rather than later for acquiring a financial product. Understanding
their needs is of utmost importance for developing products for them and 59% of Millennials
believe they have not seen products targeted at people like them (Bank of New York Mellon,
2014). Either institutions are overlooking the grand differences this generation has in
comparison with their parents or they are not doing a good job in communicating them. They
do, however, need to be careful when choosing a channel to do so since less than 1% of
Millennials want financial service providers to connect with them through social media, seeing
this space as a space to connect with friends and family (Bank of New York Mellon, 2014). It is
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not just the right product, but also in the right way, since they also feel bombarded by
advertising and reaching them should be done, as stated above, in other ways like apps and the
Internet. Nonetheless, the institutions pages on social media should be maintained and
updated, given they do use this tools when looking for information.
Additionally for both groups, involuntarily and voluntarily excluded youth, it is
recommended that financial institutions should consider to invest in non-financial services and
to be innovative in the delivery channels of financial education services (Ramirez, 2015).
Technology could be an interesting instrument for the promotion of financial education.
However, there is not enough research to show evidence of the impact of technology on the
financial behaviour of youth, such as the financial education messages sent by SMS or the
"SchoolBank model". In "SchoolBank models", institutions in partnership with teachers deliver
financial education (Ramirez, 2015). Nevertheless, given the results of the two cases that we
analysed earlier, we could see that the way in which financial education is delivered for youth
is of highest importance.
On a global scale, the regulatory costs have surged since the Twin Towers terror attacks
which reinforced Know Your Customer Reports, due diligences and documentation gathering
by Banks. This contributes to banks either reducing services or increasing the cost of certain
products, which ultimately hurts the inclusion efforts (Lahaye et al., 2017). Governments here
will keep having an important role in driving financial inclusion, people without internet
access should be targeted and efforts should be made by public-private organizations; private
alone will not suffice (Lahaye et al., 2017).
An issue in serving youth is designing products that are safe and have the right
protection and privacy. This can sometimes be conditioned by local regulation, which do not
allow youngest of this group population to access financial services or contracts before turning
of age. When regulations do, they sometimes have limits on transaction or are dependent on
parents or tutors for using the account. A balance between independence and responsibility
with the financial products should be reached. Indeed, many financial authorities are enabling
children and youth to make transactions and operate a bank account, provided they have a
form of parental control (MasterCard, GYFI, 2014).

27

VII.

Conclusion

After this investigation we can state that financial inclusion could help youth navigate
through life stages in better conditions. Financial inclusion is important to break the vicious
poverty circle in which youth in LAC is trapped, and that it is important that banks increase
their efforts to reach out to the youth market. We have seen that the world has never had as
many young people as it does today and one billion of them live in poverty. During the
transition from teenagers into adulthood, young people not only face the challenges of their
personal lives, but also a environment of high levels of unemployment, financial exclusion and
inefficient education. Some young people do not have access to financial services because they
are not appropriately designed for their needs or are just not affordable. On the other hand
there is also some youth that is voluntarily self-excluded from the formal financial sector due
to lack of trust in financial institutions and to unattractive banking services. Even though LAC
region has made many advances in the last decades, youth in general struggle to take
advantage of opportunities to improve their well being.
Furthermore, financial institutions should develop products specifically designed for
youth and invest in market research, segmentation, design and development to have the
product corresponding to the needs of youth clients. Furthermore, since technology nowadays
is crucial and present in every aspect of life, it is also affecting the innovation of design and
delivery of financial services. Nevertheless, every new technology leads to inclusion and
exclusion so those without access to digital connectivity will not be able to access them.
However, if these technological changes are managed efficiently, they can enable even more
financial inclusion. Certainly, they help to lower the transaction costs, to reach out to
overlooked people, complete transactions quickly and safely, and to enable microentrepreneurs to access larger markets.
In order to enhance youth financial inclusion in LAC, we suggested banks should focus
on designing products that are specially targeted at them. This strategy will bring profits in the
middle to long term and cross selling will help to cover the costs. Furthermore, reaching out to
youth today will also build customer loyalty and strong long-life relationships with the youth
market. Besides, banks could build a positive reputation by serving youth as a social mission,
which could also attract potential partners.
To conclude, reaching out to youth is not an easy task, as the population is
heterogeneous and the activity's profitability only increases in time. However, banks could be
part of youth’s movement into financial inclusion, and even of a movement to economic
citizenship of a whole generation.
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Annexes
Annex 1: Benchmarking of institutions offering youth products in Latin America
Financial
institution

Country

Banco
ADOPEM

Dominican
Republic

Partners of the
product/program
for youth
Women's World o
Bankind, local
schools

o

Pro Mujer

Bolivia

/

Banco Caja
Sol

San José

Santa Ana

Cooprogreso

San Miguel
de los
Bancos

Colombia

Ecuador

Ecuador

Ecuador

Ecuador

o
o
o

YouthSave, Save
o
the Children, The
MasterCard
Foundation
Advancing
o
Integrated
Microfinance
o
Youth (AIM
Youth), Freedom
from Hunger, The
MasteCard
Foundation
AIM Youth,
o
Freedom from
o
Hunger, The
MasteCard
Foundation
AIM Youth,
Freedom from
Hunger, The
MasteCard
Foundation

o

AIM Youth,
Freedom from
Hunger, The
MasteCard
Foundation

o
o

o

Caja
Arequipa

Peru

Na.

o

Cooperative
network
MICOOPE

Guatemala

YouthSave

o

Products for youth

Target

Savings (two
o
different products for
two different agegroups: "MiaMenores" and "MiaMayores")

Youth of < 15
o
years old for the
"Mia-Menores" and
o
youth of 16-24
years old for the
"Mia-Mayores"

Financial Educationo

Boys and girls

Savings

o

Financial Education

Youth of 14-23
years old

Credits

Boys and girls

Savings:
«Tuticuenta»

o
o

Colombia

YouthSave

o

o
o
o
o
o

Savings (Product o
called "I am saving")

Youth of 13-24
years old

Financial Educationo

Boys and girls

Savings

o

Financial Education

o

Savings (Product
called "I am")

o

Financial Educationo

Savings

o

Financial Education

o

Savings: "Cuenta
Junior"

o

Youth of 13-24
years old
Boys and girls

Youth of 13-24
years old
Boys and girls

Youth of 13-24
years old
Boys and girls

Youth of 13-27
years

o
o

o
o
o
o
o

Sources

Guardian for younger
clients

Ramirez, 2015

Minimum initial deposit:
Us$2,23 to US$4,5
depending on the age of
the client
No fees (exception:
dormancy fees in case of
inactivity of the account)
Initial loan: US$150
Participation to training

Storm-Swire,
2009

Guarantee: within the
Youth Group Solidarity
Need of a guardian for
younger clients

Tanaya and
Latortue, 2012

Minimum initial deposit:

Need of a guardian for
younger clients

Ramirez, 2015;
Gray, 2014

Minimum initial deposit:

Minimum initial deposit:

Ramirez, 2015;
Ramir and
Nelson, 2014;
Gray, 2014

Need of a guardian for
younger clients

Ramirez, 2015;
Gray, 2014

Need of a guardian for
younger clients

Minimum initial deposit:

Need of a guardian for
younger clients

Ramirez, 2015;
Ramir and
Nelson, 2014;
Gray, 2014

o

Minimum initial deposit:

o

Need of a guardian

Women's World
Bank, 2014

Need of a guardian for
younger clients

YouthSavings
Initiative, 2010;
Tanaya and
Latortue, 2012

Savings (same
o
product for adult but
different marketing
for youth)

Youth < 13 years o
old and youth of
13-17 years old o

Savings:
o
Banonautas for
children < 13 years
and Cuenta Joven
for youth of 13-25
o
years

Children younger o
than 13 years old
and youth of 13-25
o
years old

o

Banco
Colombia

Youth of 7-17
years old

o

Terms and conditions

Boys and girls

Boys and girls

o
o

US$0,62 to US$5
depending on the age of
the client
Need of a guardian for
younger clients
Minimum initial deposit:
US$12 to US$50
depending on the age of
the client

YouthSavings
Initiative, 2010;
Tanaya and
Latortue, 2012

No additional fees
1 withdrawal per month

Annex 2: Pro Mujer in Bolivia
Before the discontinuation of the product, drop-outs were at 30%.
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Branch
Cochabamba
El Alto
Oruro
Total

# Youth
94
1.354
140
1.588

Gross Portfolio US$
$2.175
$58.281
$3.094
$63.550

Par >30 US$
$588
$890
$339
$1.817

Par >30 %
27%
2%
11%
3%

Avg. Loan US$
$23
$43
$22
$40

Source: Making Cents International, Youth Inclusive Financial Services Case Study Series 2009
No°13

Annex 3: Example of a government's efforts for financial inclusion
Programa Jovenes en Acción – Colombia
This case study is a good example of how government efforts can help get youth
included in the banking system, give them and incentive to further their studies in order to
prepare them for the future and their economical citizenship. This program is developed by the
“Departamento de Prosperidad Social” (DPS) of the Government of Colombia with the help of
Fundación Capital that supports DPS in subjects of financial education.
Programa Jovenes en Acción
Problem
Inactivity, unemployment and high informal Jobs for youth between 16-24 years old.
Characteristics of
target population

Objective
The program

Expected results
Conditions

Usage of Incentive
Appreciation of the
product by the
target population.

Living in poverty
o Want
o Technically savvy
Seeking
independence
o Vulnerable
acceptance
o Unclear hopes for
o Testing
the future
boundaries
o Forming Identity
Support and encourage youth that finished high school to follow up on their studies,
training and skill development.
It is targeted to youth that has finished secondary education and that have managed to
enter to higher education. They receive an incentive of approx. US$ 70 per month
during their technical, technological or university training. This is to support their
maintenance expenses and help them to successfully complete their careers. They also
receive training in “life skills” in form of workshops, seminars, social services and
virtual courses.
Generate greater opportunities, better conditions for insertion in the labour market,
generate human capital and encourage employability of vulnerable population.
o 16-24 years old
o To be a bachelor
o Belong to displaced, excluded or indigenous youth
o To be enrolled in a technical or undergraduate program in a higher education
institute
o To have a level II in the Sistema de Selección de Beneficiarios para Programas
Sociales (Col.)
o Transport
o Internet
o Tuitions
o Food
o School materials
o Clothing and
o Rent
hygiene articles
Majority of youth coincides that the amount is sufficient and is a good help for them to
finish studies. They said it generates an appreciation of the value of money and that it
creates certain independence and responsibility, it also helps them to administrate
better their spendings.
Most of them would recommend adjusting the time and form of delivery of the
incentive and the customer attention.
o
o

Source: Programa Jóvenes en Acción, Informe Grupo Focal Bancarización y Uso del Incentivo,
2015.
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